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ABSTBACT 



This paper examines the present problems of urban 
school finance in order to determine why urban ad ji^s^ments are 
necessary today in the new school finance formulas. It^concludes that 
quality education^ including quality integrated educatio"n>^ cannot be 
obtained by letting funds for urban education diminish. Cutbacks in 
staffs program offerings, books and materials, and other iteias will 
make the job of providing quality integrated education even harder. 
Metropolitan and State policy makers must become convinced and must 
act to insure that the totality of problems and that needs of urban 
education are addressed fairly and justly in future reforms of State 
school finance systems. This is essential if local urban education 
leaders are to be in positions to plan and impleiaent quality 
education for all groups, minorities and whites alike. (Author/AM) 
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No n^atter v;hat ca;: be done to craft plans for iir.provinc the 
quality of the staff, the curricula, the textbooks, the 
facilities, etc. in order to promote quality integrated 
education, there is always the problem of how these plans will 
be financed. Federal monies for education constitute only 
5-10;i of the budgets of rest local school districts, and Federal 
monies, at best, are remaining static, and at worst, are 
decreasing as a proportion of local education funds. State and 
local funds, therefore, presently and will continue to provide 
the overwhelming proportion of financing of local education 
programs . _ 

In 1971 the California State Supreme Court decided S e r rang v. 
Pri e s t , a case wherein financing of local schools by overdependence 
on l.:cal property taxes was held to be unconstitutional.' Local 
property taxes provide for a very significant part of local 
education budgets in California, as they do in most all states. 
But, even with the same tax rates, many local districts can raise' 
only small amounts of local revenues compared to what other 
districts can raise- This situation results from the fact that 
local districts in California have vastly different property- 
wealth from wnich thev raise their taxes. ^' \ • ^ 
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Local Property tax Ra te^ x Assessed Valuation of Local Real 
Esta.t.e = Lo'cal Revenues. Thus, assuming the tax rate is the 
same for all districts, the richer the district (i.e. the 
higher its assessed valuation), the more local revenue it raises 
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Despite the significant judicio:. gubernatorial, state 
legislative and public attention to state school f-inancc r^'for!.^. 
since this 1371 Se^rra_£0^ dec i s i on , cities, ly ui-io large, have 
not benefitted subs tan fi al 1 y in the nany state ruforM schemes 
which have been enacted. It is not that these scheme? have 
been unkind to cities, as state education aid has been redistri- ' 
buted in cities' favor as often as it has been shifted the 
other v;ay. And cities of bel ow average .property wealth have 
had aid reai s tr i bu ted in their favor i:iorc often tha-n they have 
no t . 

MLJ]^ 0-_s_t c i t i e s ' h a V e c oj;=]jLLgjLLLQ '1^^ L J p_r cbj_^erns _and student 

ne eds v; h i c h g e n_er_a_l ly hav q_ peon i gn o r e d~ i"n re' c e-;i t s"t a't~e~scli'oo'1 
f i n a n c e J"jX?.rni_s . Tire s e p r o^B'T ems alT'd^'ri e*e d"s "*ni u"s t' ' b e~"i"~d elf tTi'f e"d'~ 
end publicized for each and every city. Information about them 
must vigorously be carried to ..the metropolitan and state policy-- 
makers who formul aT:e state education aid policies, so that the 
totality of proble.ir.s and needs of- urban education are dealt with 
fairly and justly in future state school finance reforms. ' 

Tho Weed for Urban Adj ustments 

Urban school finance historically has not received much special 
legislative attention. It has not been necessary. Cities have 
had sound property tax bases. They have used their, wealth to 
establish themselves as innovative leaders in elementary and 
secondary education. They were most prominent in- creating high 
school opportunities for the general populace, instituting a 
broad variety of curricula .Within high schools, and initiating 
■ Other costly n ro -g~p ams ^ such as special educ a tion of t he m e n t ally — 
and physically handicapped and vocational education. This fiscal 
and educational dominance by central cities of their metropolitan 
areas continued up until World War II. 

By 1950, however, the emergence of suburban wealth on a large 
scale clearly marked the end of central city dominance. The 
suburbs used their new affluence to make education their, principal 
public activity. They became educationally more attractive than 
the cities. Large city expenditures s ta rted mo vi n g " i n a variety 
of directions relative to the natiorfal norms, but (over the past 
20-years) they all have moved approximately in. the same downward 
direction relative to. their own state and metropolitan contexts."* 
This reversal of city and suburban roles as educational leader 
has become firmly established since the mid-l"950*s, with little 
sign of any change in sight. 

Let us examine the present problems of urbaii school finance to 
ascertain why urban ad justments are necessary, today in the new 
school finance formulas. . 



* Prof essor Seymour .Sacks , Syracuse (N.Y.) University.' 
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(1) Scrn^ city tax bases are a 1 a nr.i h cjl y deficient: co\]]Dr,rocl to 
state ^ tax bases. For example, : r. Uev! Jersey the '7 lirbm 
districts all together have equalized ass-jssec! Vd"uatioii per 
pupil a-l.most 30% less than the state average, w'-iiVe Mev.-ark 

and Camden have 52./. and 56:": less (Oct. 1 973 ). Boston, Buffalo, 
Baltimore, Jacksonville (Fla.), Wichita (Kansas) i Albuqueroue (N. 
been almost as disadvantaged as the N.J. urban districts. Overall, 
however, city property tax bases still remain high comoared to 
state tax bases. 

More importantly, the property wealth of cities has been declining 
significantly relative to their surrounding iiietropol i tan areas 
durino the past 20 years. Yet urban education costs iiave had 
to respond to suburban cost pressures. According to Prof. Seymour 
Sacks, a well-known scholar concerning city-suburban cost 
differences, "the common metropolitan environment, which in former 
years had a salutary effect on suburban education, now has a 
debilitating effect: on central city education as the me L-ropol i tan 
area determines the level of costs without providing the resources 
for meeting those costs." ihis is especially true regarding 
salaries, which account for 80-35;: of school systems' operating 
budgets. Suburban jurisdictions also exert cost pressures as a 
result of their lowering of class size, which translates into 
requirements for hiring more teachers and other instructional 
personnel to teach the same number of students, which increases 
total salary costs. Suburbs additionally exert cost pressures by 
increasing the breadth and depth- of' program offerings, expanding 
special services, such as guMdance counseling and special reading 
diagnostic services, and constructing more roomy and attractiwp 
-5-&+K>-0^! — plants.- ^ ■ 

Yet traditional state aid formulas general-^ly do not help cities in 
th i s. si tua t i on , s i nee the formulas are patterned after conventional 
concepts of allocating state aid to make up for local property 
tax base inadequacy in providing for mi n i nium foundation programs, 
which were designed to help 1 ow- spend'i ng rural districts. Cities' 
•^apparently high wealth and expenditures compared to state averages 
have excluded cities from assistance under such formulas, 

(2) Compounding the above si-tuatWon has been the relative decrease 
in income'which cities have suffered vi s-a -vi s thei r metropolitan 
s-uburban neighbors. By 1 959 the aroportion of famili^es with 
incomes under $3 ,000 was almost 50^; greater in central cities than 
in their outlying areas, and the d i s p-a r i ty o ven larger for SMSA's'*' 
over 1,000,000.. By 1 967 median failply income was only $7,813 in 
central cities and $9 , 367 in 04tlyi\ng metropol i tan area s , Thus, 
when considering- income alone, in oVder to offer educational 
systems on a par with their suburban neighbors' educational 
standards, cities would have to levy\a 20>^ nigher tax burden on 
their incomes:. State equalization fdrmulas, however, generally 
have not recognized or compensated for i ncome di f f erences among 
communi ties. 
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(3) Severe financial deKiands fron: noneclucatio::::! public functions--' ' 
place another burden upon city rax bases.. Central city tOLul 

local taxes for the noneducati onal public funciions, coiviuared to 
outlying areas in large SMSA*s, were 91 higher In 1 957.* Large 
city per capita expenditures for noneducati onal functions were 
53% higher than scate averages for police protection, 91;:; higher 
for fire protection, 877" higher fo- refuse collection and 
disposal, 66% higher for sewers, and 70/:; higher for health and 
hospital services in 1 969-70. These noneduc<i ti o'nal cost pressures 
on city tax bases have not diminished over the years. As cities 
continue to lose i ndustri a 1 and coi:inierc i al activity to the suburbs, 
conti-nue to gain low income families, and ger^erally experience a- 
relative (and sonietiir.es absolute) decline in their tax. bases 
compared to those of their outlying suburbs, the extant urban 
noned jca ti cna 1 expenditures 'are creating more fiscal cc;npetition 
for urban educational expenditures. 

(4) Also urban school finance dollars do not Duy the same education \ 
re^sources as rur:i] areas' and sub'.jrban areas' dolla^rs do. 
Instructional expenditures are the principal factors which are 
impacted by these differences.. Cities (and their suburbs) pay 
significantly r.igher starting salaries than rural areas, both at 

the bachelors' and advanced degree levels. Cne might say this is 
a matter of choice for cities, but it seems doubtful that many., 
qualified teachers (by present state standards) could be induced 
tc work in central city districts at the starting salary levels 
paid- teachers in rural a rea s .^^^..^S^rnie differential seems necessary 
to compensate for co |jLiJ)XrJju/-.ij^ - o r i 5 b e-e-^-fee r i > i ; e t r- 0 p u 1 i L ai i — ' 

and rural areas. 

Urban districts also pay more monies for average teacher sal ari es 
than do suburban districts. This is^so because teacher salaries -, 
rise with seniority, and urban' district teacliors often have more 
seni ori ty, than their suburban counterparts. Yet according to 
Prof. Betsy Levin, noted scnolar concerning education finance and 
legal issues, "the tenure system leaves districts littTe .choice as 
to whether. such (experienced) teachers are ^ retai nod ' or rap''aced 
with inexperienced teachers." They must be retained and- paid for' 
theirseniority. 

Up until 1973, state minimum salary schedules which paid more for. 
different training levels and for seniority were the only state 
vehicle f or reco gn i zi n g and compensating- for the cost differences 
in providing for equivalent educational resources. These state 
salary schedules, mostly used in the* South, were designed, however, 
primarily to provide a salary floor for rural ■ di stri cts . 

(5) Finally, urban school finance requires special attention 
because of cities* disproportionate numbers of low achieving, low- 
income, special educa ti on ■ and vocational education students, and 
of students from different 1 i ngui s t i c and cultural backgrounds. 
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receiving AFDC payir.ents, when ccnipa red- to outlying school districts. 
Looking at 17 of the nation's largest cities, we 'note that their 
school' di stri cts have iwore than three. times the proportion of 
Title I eligibles in their enrollment cs their rospoctive states 
have of school -age AFDC children in their overall state enrollments 
(1972). Regarding special educat-jn, for example, in Mew Jersey 
the 17 major urban districts pro-.-.iv^t lonatel y have 50Z more students 
in special education than does the State as a whole (Fall, 1972). 
These same city districts also have almost three times the per- 
centage of Spanish-surnamed pupils as the state a verage ( Fal 1 1 972 ) 
Nonwhite school populations for the 15 largest cities in the U.S., 
always h i gh compared to suburbs, have increased treniendousTy - i n 
recent years, fro:n a district average of 38';; in 1 950 to 56/r-in 
1 970. 
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Conclusion 



Quality education, including quality integrated education, cannot 
be obtair.ed by letting funds for urban education diminish. Cut- 
backs in staff, program offerings, ijooks and materials; made available 
in classrooms, facility renovation and improvement programs, 
etc. will make the job of providing quality integrated education 
even harder. Cities* totality of fiscal problems and educational 
needs mus.t be identified and publicized widely. Metropolitan and 



state policy-makers must become convinced and must act lo insure 
that the totality of probl ems and needs of urban education are 
addressed fairly and justly in future reforms of state school 
finance systems. This is essential if local urban education leaders 
are to be in positions to plan and implen^ent quality education 



for Blacks, Mexican-Americans, Puerto-Ri cans 
Asian- Americans and Whites., ,' 



Na ti ve Amen cans 



For further information about the financing of urban education, 
wri t e. to : . 

Sc hool Finance Reform Pro ject 
The Nati onal Urban Coalition, Suite 400 
1201 Connecticut Avenue. N.W. 
Washington, D;. C . 20036 



Phone: (202 ); 331 -2422* 



